THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 


FRIDAY, MARCH 30, 1951 


Unirep Srates SENATE, 
THe CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met, pursuant to recess, at 10 a. m., in room F-37, 
the Capitol, Hon. Carl Hayden presiding. 
Present: Senators Hayden, Ellender, McClellan, Bridges, Fergu- 
son, and Cordon. 


FUNDS APPROPRIATED TO THE PRESIDENT 
NATIONAL Propuction Autruoriry, DerpaARTMENT OF COMMERCE 


STATEMENTS OF MANLY FLEISCHMANN, ADMINISTRATOR, NA- 
TIONAL PRODUCTION AUTHORITY; JOSEPH MACK, DEPUTY 
DIRECTOR, FIELD SERVICE; FRANCIS R. CAWLEY, BUDGET 
OFFICER; OSCAR H. NIELSON, BUDGET EXAMINER (OFFICE OF 
SECRETARY); PHILIP ASHER, BUDGET OFFICER, NPA; AND 
JESSE FRIEDMAN, CHIEF, PLANNING AND REVIEW STAFF 


Expenses OF DEFENSE PRODUCTION 
GENERAL STATEMENT 


Senator Haypen. The committee will be in order. 

Mr. Fleischmann, you are the Administrator of the National Pro- 
duction Authority ¢ 

Mr. FLeEIscHMANN. Yes, sir. 

Senator Haypen. We will be pleased to hear from you. Do you 
have a statement ? 

Mr. FixeiscuMann. I did not have one. I thought I would first 
give you a very brief statement of what we are doing in the National 
Production Authority, and what seems to me to be the reasons for 
these appropriations that are indicated here. Then, I would like to 
take up in detail that you want the $1,000,000,000 additional funds for 
the financing of some of these projects that I understand you had 
testimony on in some detail already. 

Senator Haypen. Please proceed. 


FUNCTION OF NATIONAL PRODUCTION AUTHORITY 


Mr. Fietscumann. The National Production Authority is in the 
Department of Commerce, and it is the closest approximation under 
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the present mobilization set-up to the War Production Board as it 
operated in World War IT. 

We have the legal authority granted by the Defense Production 
Act of 1950, with respect to the allocation of all materials and all 
facilities in the same w ay that the War Production Board had. The 
exceptions are petroleum, which is in the Interior Department ; electric 
power, which is in the Interior Department; and basic minerals and 
metals, in their raw form out of the ground, which is also in the 
Interior Depariment. 

With those principal exceptions, we have the authority and respon- 
sibility to allocate or distribute all of the materials and components 
and equipment there is in the interests of this mobilization effort. We 
are subject to the directions as to policy and program of Mr. Harri- 
son’s office which is the Defense Production Administration. His 
office is charged with the responsibility of making up the basic pro- 
grams and policies for production. Then we are the workshop that 

carries on that job. 

We have organized for that job, using the experience of World War 
II, much along the lines that the War Production Board arrived at 
after some years of experimentation. I might say I was assistant 
general counsel of the War Production Board before I returned to 
private practice. I had that experience, which we have tried to follow, 
at least the good parts of it. 

We have ‘organized along the lines of commodity divisions, iron, 
steel, copper, and all the rest. The bulk of the people we need will 
be in those operating divisions just as they were in the War Produc- 
tion Board. As I think this committee knows, we were set up in Sep- 
tember, after the passage of the Defense Production Act. At that 
time we had a year of the greatest production in our history, and with 
the start of a substantial militar y program, shortages began to appear 
in everything, particularly in metals at first—steel, copper, and alumi- 
num—but now the shortages have spread into some chemical lines and 
even into some of the textile lines such as cotton duck. 

That shortage is due in part to the military program which of course 
isexpanding. It is due in part to the fact that industrial inventories 
which were very high at the beginning of 1950 were largely used up 
during the course of this all-out production in 1950, so they are much 
lower now in early 1951. 


COTTON DUCK USE AND SUPPLY 


Senator E.tenper. Are you speaking generally, or merely of the 
shortage of cotton duck? 

Mr. Fretscuaann. Iam speaking now of the metals. 

‘Senator E.ttenper. You stated a moment ago you were short of 
cotton duck. To what extent? 

Mr. FiLerscumann. I do not have the figures available, but I can 
give you some idea of the area of the shortage. In the military the 
demand for cotton duck is very large. 

Senator Evitenper. They use that to make tents? 

Mr. FietscuMann. Yes; and a variety of other miscellaneous uses. 
The shortage is so substantial that we are putting out an order which 
has the effect of reserv ing 80 percent of the present supply for military 














THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 61 


orders. The military think we ought to give them 100 percent of the 
supply. 

Senator Ettenpver. To what extent is the shortage due to the lack 
of raw cotton ? 

Mr. FixiscumMann. Iam notsure ofthat. It is really a problem the 
Agriculture people have worked on. 

Senator Exrenver. Is it not your duty to find out where it is / 

Mr. FierscumMann. Yes, sir; I can give you a report on it. I may 
say I am not prepared to today. I Perh aps I should be, but I am not. 
I am not prepared to discuss the exact reasons for the shortage of 
cotton duck. We are doing everything we can to remedy that. ‘There 
is a very acute shortage of cotton duck, without any doubt. I would 
be glad to supply to you a brief report on it. 

Senator ELLenver. The thing I would like to have developed, if 
1 can, is the extent to which the shortage is due to action taken by 
the price stabilization authority under Mr. DiSalle. It is my infor- 
mation that a lot of the available cotton is not being sold—that the 
mills are short of it and they cannot purchase all the "vy need. 

Mr. Fierscumann. I have a member of my staff who does know 
about that situation, 

Senator Exienper. I do not want to know about this shortage of 
cotton duck other than to know what agency of Government in a 
measure is controlling the distribution of the product. 

Mr. Fieiscumann. Mr. Friedman, do you know abaut that? 

Mr. FriepmMan. I can comment a little bit on what we have done in 
the way of encouraging increased production of cotton duck and 
other cotton goods. 

Senator ExLenper. I mean the manufacturer of the product. 

Mr. FrirepmMan. That is correct. 

We first made a preliminary survey of the present capacity and 
the requirements for producing cotton duck and other cotton goods. 
As I recall, our estimate of the e xisting shortage was approximately 
150,000,000 square yards. With that in hand, we have recommended 
the approval of certificates of necessity for manufacturers who wish 
to extend their capacity to produce cotton duck. 

Senator Exiienper. Do you find any of that shortage is due to the 
lack of raw cotton on the part of those who manufacture this 
commodity ? 

Mr. FrrepMan. That is one aspect we have not gone into thoroughly. 

Senator ELLENpDER. I was in hopes you would. 

Mr. FieiscumMann. We can get the information. 


RAW COTTON WITHHELD FROM MARKET 


Senator Exrtenper. I do not want just the information. What I 
want to do is to find some way by which the cotton that is available 
can be processed. As you know, we have a shortage of raw cotton 
in the country at the moment. <A lot of people are holding it back. 
It is not going into the trade. I understand it is partly due to the fact 
that ceilings have been imposed on the raw product which is some- 
thing new in that respect. I would like to know, if you would, the 
extent to which the shortage of duck and other cotton goods is due 
to this price ceiling on the raw product. 
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Senator Haypen. Did you find, as a matter of fact, that the machin- 
7 to manufacture cotton duck was not in existence; that they had 

to build more to increase the production of duck # 

Mr. FrrepMan, That is correct. 

Senator Haypen. What did they do about that? You have made 
loans or grants, or what have you done? 

Mr. Fie1scumann. Up to date we have recommended so-called cer- 

tificates of necessity. In other words, private enterprise is willing to 
expand the cotton duck facilities if they get their tax egg 8. 
out of the Revenue Code provisions for tax amortization e have 
recommended that. 

On the loan angle, I do not know whether we have actually processed 
any loans. We are waiting on this additional supplemental grant to 
be able to finance projects of that kind. 

Senator Haypen. In your judgment, would there be more likelihood 
of increased capacity to produce duck being arrived at by certificates of 
-convenience and necessity or by loans ? 


GOVERNMENT LOANS TO COTTON MILLS ANTICIPATED 


Mr. FieiscuMann., I think we will have to use both of them jointly. 
I do not think the certificates of necessity alone are adequate. After 
all, all that does is give a future possible tax advantage and not always 
a real tax advantage either. What they need in many cases is some 
help from the Government. 

It is my own conviction that there will have to be some loans made 
in that field. 

Senator Haypen. You mean the cotton mills? 

Mr. FietscuMan. Yes. 


MILITARY REQUIREMENT FOR COTTON DUCK 


Senator Fereuson. What are they going to use all this cotton duck 
for? 

Mr. FietscHMann. There isa very high military requirement for it, 
We have figures on this subject. 

Senator Fercuson. What is the general use? 

Mr. Fie1scumann. For things like tents and cot covers. 

Mr. Frrepman. And also tarpaulins of all kinds. 

Senator Frreuson. What did they do with all of that that was left 
over from the last war? 

Mr. Fieiscumann. I would not know. 

Senator Fereuson. Is anybody trying to find out what they did with 
those big stores they had? 

Mr. FierscumMann. I do not know. That is not my problem. I 
believe that they were sold out on surplus. 

Senator Frrcuson. What about the production capacity of the last 
war’ That was only about 5 years ago. 

Mr. FLe1iscumann. I believe the requirements this time are substan- 
tially greater than last time for that class of goods. 1 am perfectly 
willing to answer questions I can, but I cannot answer questions on 
the present size of the military requirements for cotton duck. 

Senator Frreuson. Do 1 understand your agency comes here and 
asks for money they do not know a thing about the requirements for or 
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the real need of it? Is that right? You do not know what they need 

this for? Somebody else told” you that they need so much duck and 

so much production, and you come over here for the appropriation 4 
Mr. Frietscumann. I have not asked for any appropriation for 


cotton duck. I was discussing the appropriations for the NPA 
oper ation. 


Senator Frercuson. Is that not included ? 

Mr. FieiscuMann. No, sir. What I was trying to get at is, I was 
using an illustration of the fact that certain materials are in short 
supply. 

Senator Fercuson. Cotton duck is one. 

Mr. Furtscumann. Yes. And metals are another. I am perfectly 
willing to come back here with the details on any one item. 

Senator Ferguson. You have not any details here / 

Mr. FietiscuMann. Not with me on cotton duck. 

Senator Frercuson. Are you just after personnel ? 

Mr. Fretscumann. As I understand it, I was asked to come here 
on two subjects, and the first one was personnel. I was starting on 
that. 

Secondly, I believe, although I think this has been covered, the 
committee might want to ask me some questions about the $1,000,000,- 
000 to finance certain other aspects of the Defense Production 
program. 

Senator Frereuson. One of the items was the manufacture of duck 
and metals. 

Mr. Fieiscumaann. Do you want me to turn to that and leave the 
personnel aspect of it / 


Senator Fercuson. I am interested in why you need 32 informa- 
tional and editorial specialists. 

Mr. Fieiscumann. I will be glad to go into that now. 

Senator Frerauson. I would like to hear about that. 

Mr. FietiscuMANN. May I finish the brief preliminary statement ? 


SCRUTINY OF MILITARY REQUESTS 


Senator Haypen. What Senator Ferguson and members of this 
committee are driving at is that we are well aware that during the past 
war many mistakes were made ordering things that were not actu- 
ally needed. Military men just want something and the purchase is 
made. Then we found in some instances you did not have enough 
of some things and in other instances you had a great surplus left 
over which was disposed of for a song after the war was over. 

What this committee would like to know is: What is being done 
to check these military requests, to see whether they are, in a sense, 
bona fide, and actually needed? What have you in your organization 
to police such requests, or do you simply accept the orders / 

Mr. Firiscumann. Let me say, generally speaking, the way that 
is done is that the defense production—— 

Senator Ferauson. Can you not speak specifically to the chairman’s 
question ? 

Mr, FietscHMANN. I am trying to speak as directly as I can. 
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Senator Haypen. I would like to know whether or not, when a 
request comes in, you go back and find out whether the particular 
thing asked for by the military is actually needed, and therefore 
should be taken away from private industry. 


PROCEDURE TO DETERMINE REQUIREMENTS 












Mr. Fietscumann. What we try to do is this: The Defense Pro- 
duction Administration, which is my superior agency under General 
Harrison, has the job of alloting out of the scarce materials on hand 
so much material to the military, as distinguished from the civilian 
economy and the industrial economy and all the rest. He has a so- 
called Requirements Committee to do that. 

The military comes forward with a statement of the military pro- 
gram which they propose within the budget which Congress has 
provided for them. That military program consists specifically of = | 
end products in the number and variety necessary to fight a war. a 

That is further translated by them into material requirements. | 
In other words, it is done on a quota basis in order to produce the 
number of end products that the military says it needs to fight a war. 

It takes so much aluminum, so much copper, so much steel, in shapes 
and forms and sizes as they describe them on a quarterly basis to | 
schedule out their requirements. 

It is the job of General Harrison’s staff and organization to deter- | 
mine whether that amount of draw-down on the total available supply =| 
can be supported ind is a proper one and necessary. Of course, as to 
the military sufficiency of the program, we must necessarily look to the 
military to make those decisions. 

Senator H AYDEN. In regard to the Requirements Committee at Gen- 
eral Harrison’s level, do they check the military ? 

Mr. FLeIscHMANN. Yes, sir. 

Senator Haypren. You are merely an executing agency ? 

Mr. FietscumMann. I am the operating agency. 

Senator Haypen. They tell you they have : thoroughly examined this 
situation and that the military actually needs certain things and they 
have allotted to them certain quantities of materials. You are sup- 
posed to go out and get them ¢ 

Mr. FiriscuamMann. I am supposed to get them and see they are 
distributed in accordance with those determinations. 

Senator Haypen. Then you merely execute some order you re- 
ceive. This committee wants to find out whether any proper checks 
are being made upon the military as to whether or not the purchase 
requests are necessary. q 

Mr. FieiscuMann. I think I can describe the general method in 
which they are checked, but it is true it is not my duty. TI do have 
a part of that duty and that is this: It is my duty to see to it that 
the military, or anyone else, orders copper and aluminum in advance } 
of the times it is needed to produce those end products on schedule. | 
That is my duty. 

Senator Haypen. Primarily this committee wants information to 
determine whether or not the same mistakes are being made this time 
as were made in the last war concerning quantities of materials pur- 
chased. 
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Mr. FixiscHMANN. Quantities allotted to the military, specifically. 

Senator HaypEN. W e should ask someone else, I suppose. 

Senator Fercuson. Whether there is any civ lian check. 

Mr. FieiscuMann. There is a provision for a civilian check, but it 
is not mine. It is General Harrison’s office. 

Senator Corpon. Who in General Harrison’s office does it? What 
division ¢ 

Mr, FieiscuMann. Mr. Charles Wampler is Chairman of the Re- 
quirements Committee. 

Senator Corvon. As Chairman of the Requirements Committee, 
he is the man who would determine the total amount of available 
supply—that is the term you used a few minutes ago. 

Me FieiscuMann, Yes, sir. He allocates the available supply 
of materials, and takes the total demand in the sense of the stated 
requirements, and attempts to m: ike an allocation. 

Senator Corpon. Does he have any information as to the inventcry 
that the armed services has on hand without which you could not 
determine requirements ? 

Mr. FieiscuMann. | cannot say whether he has specifically that 
in all respects. General Harrison has the right to obtain that in- 
formation. ‘These programs come forth in the way of thousands 
and thousands of items. There is no civilian staff in General Har- 
rison’s office adequate to check each item by inventory. They cannot 
do that. 

Senator Frerevson. Then it is not being checked ? 

Senator Corpon. I suppose they require the request to come ac- 
companied with an inventory as to the amount of the several items 
now on hand. If they need 2,000,000 of this and they have 500,000, 
then you supply the balance. 

Mr. FieiscumMann. I am sure they do not require that detail. 

Senator Corvon, I do not see how we can pass upon the necessity for 
spending money until they do. 

Senator Frrcuson. There is too much taken for granted in these 
appropriations. 

Mr. FieiscuMann. This is a matter of the military appropriation 
and Tam just not qualified to speak on whether or not they are exces- 
sive. I really do not know, and I would be misleading you if I said 


1 did, 


QUESTION OF AUTHORITY CONCERNING DEFENSE AND CIVILIAN 
REQUIREMENTS 


Senator ELtenper. Yesterday we had a gentleman here represent- 
ing General Harrison, who spoke for the Defense Production Admin- 
istration. You are speaking for the National Production Authority. 
You have the over-all picture, both defense as well as civilian. 

Mr. FietscumMann. We have the duty, sir, of distributing materials, 
hoth for defense and for the civilian requirements, in acccordance 
with the programs which General Harrison’s staff prepares for us. 

Senator ExLenper. You have the Defense Production Authority, 
but do you have anything comparable for the civilian economy / 

Mr. Fieiscumann. What I have is this: We are organized in the 
National Production Authority with what is called an Office of Civil- 
ian Requirements. ‘hat is headed by Mr. Louis Weiss. 
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Senator E.tenper. Does that compare to the Defense Production 
Administration? Would you say that one attends to the requirements 


of the defense and the other to the requirements of the civilian 
production ¢ 


Mr. F.eiscumann. I can explain it if you like. 

Senator ExLenper. It seems to me you could answer “Yes” or “No” 
and then explain. 

Mr. Fietscumann. I cannot answer;quite that way because it is a 
part of the National Production Authority. 

Senator Extenper. It seems you are bearing down with too many 
authorities here and there. 

Mr, FieiscumMann. There are a great many. 

Senator ELnenper. That is why } you cannot check one with another. 

Mr. Fieiscumann. I know that and I am trying to explain the 
situation under which we operate. The civilian requirements are 
partly under my organization. My organization has the duty and 

responsibility of seeing to it that the civilian needs and requirements 
are taken care of. Mr. We iss, acting under me, has the job of sitting 
at General Harrison’s Requirements Committee, which I have 
described, and pounding the table on behalf of the “civilian segment, 
and getting an adequate share of the Nation’s goods for civilian use. 

The Munitions Board represents the military at that meeting. 

Senator EL.tenper. Who represents Defense Production ? 

Mr. FLeiscuMann. Defense Production is the name that is given to 
General Harrison’s office. 

Senator E.tenver. Does that include your office ? 

Mr. FLe1scHMann. He is my boss. 

Senator Fereuson. You are all in Commerce ? 

Mr. FietscuMann. No, sir; I am. 

Senator Extienper. That is the trouble with this. You cannot 
follow through. 

Senator Haypen. I think I can understand it. 

Senator Extenver. I understand it, but there are too many depart- 
ments. 

Senator Haypen. Mostly policy. General Harrison determines the 
broad policy, as to how much of a given commodity shall go to the 
military and how much to the civilian use. 

Senator Exxenper. What is the name of that organization? 

Mr. FuxtscuMann. That is the Defense Production Administration. 

Senator Haypen. Gencral Harrison’s office. 

When they get through with that, they say that the military must 
have so much of aluminum and the civilian production must have 
so much aluminum. That job is transferred to you to see to it that 
the military gets their part and that the civilian economy gets its 
part. 

Mr. Fie1scumMann. I did not set up this organization and I do not 

say that it is the best one in history, but I will be glad to describe 

the various duties from the top on down. I do not know whether 
it would be of use to the committee or not. I would be glad to do it, 
if it is. 

Senator Extenper. Yesterday, you had someone here in charge of 
defense production, that is, what was necessary for the military. 

Mr. Fretscuomann. They decide not only what is necessary for the 
military, but for the civilian economy and for agriculture and all the 
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rest. That is the name of the organization which General Harrison 
heads. It is his job to make that distribution among the various 
interests of the Government and of the Nation. 

Senator Haypen. Supposing some manufacturing plant has to 
have a certificate of convenience and necessity. You make the actual 
examination as to whether that certificate is necessary. You report 
that back and finally before the person gets it, Mr. Wilson has to 
approve it ¢ 

Mr. FieiscuMann. General Harrison makes the final determina- 
tion, really. 

Senator Haypen. It finally has to go to the top and get approval. 

Mr. FiriscuMann. It has to got to General Harrison. That power 
has been delegated by the P resident to General Harrison. 

We make a study, for instance, in regard to steel, where a partic- 
ular facility is needed, to increase the over-all production of steel. 
We make a recommendation based on that to General Harrison’s office. 
He has recommendations coming in from Interior, Defense, and 
variety of other parts of the Government. It is his job to enforce 
a consistent policy in this area. He has been given the single respon- 
sibility of issuing the final certificate. This is not, as you can see, 
a single agency like the War Production Board, with fixed powers 
all over. It was not set up by the President in that way this time. 
It might have been, but it was not. 

Most of these powers were left in the old-line agencies like Com- 
merce and Interior. 


QUESTION OF NEED FOR APPROPRIATION 





Senator Freravson. That is why I am wondering why this cannot 
be performed with the men who are already there. You come in for 
$9,870,000 for the next 3 months piled on top of the regular civilian 
agency that was supposed to do the work. Certainly there must 
be a lot of their activities that are cut down because you are going 
into war production. I cannot understand why you are going to 
need almost $10,000,000 for the next 3 months, pyramiding it right 
on top of the regular agency. 

Mr. FixiscHMANN. I will try to explain. 

Senator Corvon. It is almost 50 percent of the regular Department 
of Commerce appropriation. 

Senator Frravuson. Tell us first who determines how much of a 
pyramid you want to put on this regular agency ¢ 

Mr. FLetscHMANN. In number of men, you mean ? 

Senator Ferauson. Yes. Who determines that? 

Mr. Fretscumann. I would say that I have made this estimate 
in conjunction with Secretary Sawyer and General Harrison. 

Senator Ferauson. Have they sanctioned the number of men there ? 

Mr. FietscuMann. Yes. 

Senator Frreuson. How can you tell what the next 3 months are 
going to bring forth that you will need this amount of personnel, 
$10,000,000 worth ? 

Mr. FieiscuMann. I cannot tell with any accuracy what the next 
3 months will bring forth. 

Senator Frrauson. You are asking us to appropriate money on 
your say-so, and say that this $10,000,000 will be required. If we 
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give it to you, there is not any doubt that you will put the employ- 
ees on, is there ? 

Mr. Fieiscumann. I do not believe we will put them on. 

Senator Frrevson. Then why are you asking for the money ? 

Mr. Fietscumann. Because this is my honest estimate of what I 
think would be necessary to do the complete job. I doubt if we 
will be able to get the class of people we have to have. 


QUESTION OF QUALIFICATION OF WITNESS 


Senator Ferguson. You area lawyer? 

Mr. FietscuMaANnn. Yes, sir. 

Senator Ferguson. How long have you practiced law? 

Mr. Fie1scumann. I started in 1933. 

Senator Frrcuson. How long did you practice before you went 
into the Government ? 

Mr. }'Le1scuMANnN. I practiced until the war broke out, in 1941. 

Senator Ferguson. You were in the general practice of law? 

Mr. FLetscuMann. Yes, sir. 

Senator Frereuson. Then what did you do? 

Mr. FierscuMann. | went down with Mr. John Lord O'Brian as 
assistant counsel. 

Senator Frrauson. On legal matters? 

Mr. FietscHMann. Yes, sir. 

Senator Frrcuson. How long did you remain there? 

Mr. Fietscumann. Until 1943. 

Senator Fereuson. Then what did you do? 

Mr. FietscuMann. Then I went in the Navy and went overseas. 

Senator Frercuson. Then you came back when? 

Mr. Fieiscumann. I came back in September 1945. 

Senator Ferevson. Then did you go back into the practice of law? 

Mr. FietscumMann. After 3 months, I did. I was brought back by 
Mr. McCabe to handle the legal matters in the lend-lease wind-up. 
I agreed to stay on for 3 months. 

Senator Fereuson. Then you went into the practice of law? 

Mr. FLeiscuMann. Yes, sir. 

Senator Frrcuson. You practiced until when ? 

Mr. FietscumMann. Until September 1, 1950. 

Senator Fercuson. You then went with this agency ? 

Mr. FieiscHMann. I did not come directly here. I was asked to go 
overseas by the ECA. Just as I was going, Secretary Sawyer asked 
me to do this. 

Senator Fereuson. You are a lawyer, and your business has been 
the practice of law? 

Mr. FLetscHMANN. Yes. 

Senator Frerauson. How could you do this job of figuring out how 
much personnel you needed in a field entirely foreign to the law 
business? What experience have you had in figuring out that you 
need enough employees to absorb $9,870,000 in the next 3 months 
in a job that is not law? 

Mr. FietiscuMann. All I can say is I do not claim any special 
qualifications for this task, Senator. The only qualifications I can 
claim to have are that I was with the War Production Board for 2 
years when it was set up and I have had a very responsible position. 





THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 69 


Senator Frrcuson. A legal position ? 

Mr. Fieiscumann. Yes, sir; I worked in connection with this 
operation, Then I came down with General Harrison at his request 
and worked as closely as I could in the setting up of this organization. 

As to whether I have any qualifications for the job, I have to leave 
that to somebody else. 

Senator Frrauson. How do you know as a lawyer that you need 32 
informational specialists ? 

Mr. FietscHMaNnn. I will try to explain that. 

Senator Frreuson. I wish you would. 

Mr. Firiscumann. An information specialist is a person who pre- 
pares information on the kind of regulation which is in the interest 
of the war effort and is now being put out. Let me describe how that 
is done: 


TOTAL INFORMATION SPECIALISTS PRESENTLY EMPLOYED 


Senator Frreuson. How many have you already in Commerce ? 

Mr. FixiscuMann. I do not know the over-all figure. 

Senator Frreuson. Why could not the people you have do the job? 

Mr. FieiscHMann. I believe we did take some of them over from 
Commerce to do it. 

Senator Frrauson. Do you have figures on what the number of in- 
formational people there are in Commerce ? 

Mr. Caw ey. In the Office of the Secretary I think we have just six 
or seven. 

Senator Frreuson. In the whole Department of Cormmerce how 
many have you? 

Mr. Cawtey. In addition to that, if my memory serves me properly, 
there are approximately 80 people in the entire Department. I would 
like to verify that figure, however. We have supplied it to the Con- 
gress before. That covers the Census Bureau, the Civil Aeronautics 
Administration, the Bureau of Public Roads, the Maritime Commis- 
sion, the Bureau of Foreign and Domestic Commerce, et cetera. 

Senator Haypen. What Senator Ferguson wants to know is: Was 
anybody transferred out? 

Senator Frreuson. Why can you not transfer some of the 80 people 
to this job? These are just the heads. Then you have,to have the 
secretaries, the stenographer s and the others to help you. 

Mr. Cawiey. The defense emphasis in so many of our bureaus is 
such that it is not possible at this time to transfer the people. 

For example, the Maritime Commission, the Civil Aeronautics Ad- 
ministration, the Bureau of Public Roads, all are continuing their 
programs. 

Senator Fereuson. You are not asking for that in here? 

Mr. Caw.ey. We are not, sir, but those people are still required in 
the functions now being performed elsewhere in the Department. 


VOLUME OF INFORMATION WORK PERFORMED 


Senator Fereuson. Will you bring over to this committee last week's 
work; that is, that they got out? The work these 80 people in the 
informational bureau got out? I would like to see it. 

Mr. Cawtey. Do you want that supplied for the record or submitted 
to the committee ¢ 
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Senator Frereuson. No; I want it submitted to the committee. I 
assume if 80 people worked on it, it would be too great to put in the 
record. I would like to see what these 80 people did last week, so that 
we can see whether or not they might be transferred to this job. 

Mr. Cawxey. I want to verify the figure. 

Senator Frrcuson. Give us the work they got out, the information 
they distributed to the press. 

Mr. FuetscumMann. I think it might be helpful, too, if I did the same 
thing for the people who are wor king i in NPA. I would like to furnish 
that. I will give you an exact statement of what they did during the 
last week. 

Senator Fercuson. Please bring us the information they distributed, 
or copies of it. 

Senator Haypen. I can readily see, if you are setting up an agency 
wherein you are indicating that private industry must accept cuts and 
then other branches of the industry must undergo extra efforts in 
order to, produce what the military needs, that there is need of com- 
municating to them what you will need so that they will understand 
it, and you must have somebody to do that. 

Mr. FLe1scHmM ann. That is what we think is part of our job. Imight 
add we were criticised about a month ago by the Senate Small Busi- 
ness Committee because our informational set- -up was not adequate, 
and because we did not get out sufficient information to American 
business, as to what the operation was. 


ADVICE OF BUSINESS SOUGHT BY COMMITTEES 


We have a variety of so-called industry advisory committees in which 
we ask the business people to come down here and advise us whether we 
are doing our job properly and as to what form of regulation, if any, 
is require], to make the material available for defense and essential 
civilian needs. Every day after we have 8 or 10 and sometimes more of 
those, we are besieged by the particular concerns in that industry as to 
what happened in that industry advisory committee. 

For example, we have to have an information man covering each 
one of these meetings, so that he can give an accurate report to the 
trade press. They are in there before the meeting is over, checking up 
as to what transpired. 

Further, as you know, I do not like regulation any better than any- 
one sitting here. I hope to be able to go home and take off from it just 
as soon as I possibly can. Since it has been determined you are going 
to have a military program, the last war indicated that the way to get 
it is some form of regulation. 

The man that it hurts, generally speaking, is the small-business 
concern. They find it very difficult to operate under a great ~~~ »nd 
maze of regulations, some of which seem conflicting—som, , chem 
probably are. We are all human in that respect. 


OFFICE OF SMALL BUSINESS 


Senator Frreuson. Have you not got a separate office of small 
business / 

Mr. FLe1iscHMANN. Yes, sir. 

Senator Ferevson. It is not listed here. The Office of Field Service 
is listed. 
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Under the regular budget you have 17 of these information special- 
ists in the Bureau of Foreign and Domestic Commerce. That has 
nothing to do with small business ? 

Mr. Fieiscumann. The Office of Small Business has been trans- 
ferred to the National Production Authority. It is a part of our 
operation. 

Senator Frercuson. How many information specialists have you in 
that? None of these 82 go into that; do they ? 

Mr. FixiscumMann. As I understand it, and I believe I am correct, 
all of the information service is concentrated in the Information 
Office. The Office of Small Business does not issue separate press 
releases and that kind of thing. I believe I am correct in that. 

Senator Frrcuson. Does this all go into this one general office that 
you have? You are just pyramiding it to the extent of 32 people. 

Mr, FietscuMAnn. Those are 32 additional people. 

Senator Fercuson. How many more clerks will it require to operate 
this. Once you get them on for this 3 months, they are going to 
stay on. 

Mr. FieiscuMann. The total estimate is 57 for Information. 

Senator Frrcuson. Fifty-seven more ? 

Mr. FietscuMann. That is the total. 

Senator Frrevson. That is more, added to what you have there 
now. 

Mr. FietscuMann. As to what we had in Commerce, I believe that 
is true. I was not in the Commerce Department, but these are addi- 
tional people who are furnishing American industry with the infor- 
mation on what the Government is doing in that field. 

Senator Frereuson. If you will furnish what they did last week, 
that will give us an idea. 

Mr. Fie1iscHMANN. Yes, sir. 

Senator Corvon. Do you have any kind of a diagram or anything 
of that sort which would quickly give us information as to the assign- 
ment of this group in the information service? Certainly you must 
assign one or two or three or some number to some particular activity. 

Mr. FLeiscHMANN. We have that, and I will submit that this after- 
noon or tomorrow morning, with the material Senator Ferguson 
requested. 

PERSONNEL SELECTION 


Senator Ettenper. Who selects your personnel ? 

Mr. FietscumMann. Generally, across the board, or what? I select 
the top personnel and as in any other organization, the staff heads 
make the selection of their own staffs. 

Senator ELtenper. In your organization ? 

Mr. Fietscumann. I select my deputy administrator. 

Senator ELtenper. Who selected you? 

Mr. FLeiscHMaNnn. Secretary Sawyer. It might have been General 
Harrison. 

Senator Corpon. Do you call on Civil Service for them ? 

Mr. FietscumMann. Yes. We have a personnel head, Mr. Frank 
Kimball. He is continually calling on Civil Service for these people. 
Naturally, I get the top people, when I can, from the business world. 

Senator Corpon. What is the line of cleavage between those that 
come from Civil Service and those who are selected personally ? 
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Mr. FLerscHMaNnN. You mean selected by me? 

Senator Corvon. By anybody in your organization, where they have 
discretion, as Mr. A and Mr. B and Mr. X. 

Mr. FietscuMann. The only way I can say it is this: For the top 
positions I have, generally speaking, tried to Lay a from business 
who are experienced in the particular business 
will have jurisdiction. 


ld over which they 


NUMBER OF DIVISIONS 


Senator Corpon. What is the number of divisions ? 

Mr. F.LetscHMann. I would say generally speaking we have some 
30 industry divisions. For those, the division directors, I have tried 
to get from private business to the extent I could, because I consider, 
on the whole, they are better qualified for these positions. That is 
just a generalization. There are some people from the Government 
that are excellently qualified. 

Senator ELtenper. When you say 30 divisions, you mean the Na- 
tional Production Authority ? 

Mr. FieiscHMann. Has 30 divisions, such as the Steel Division, the 
Copper Division, Aluminum, Textiles, Chemicals, et cetera. I will 
give you a complete breakdown. It is arranged as the War Produc- 
tion Board was. 

Senator Exxenper. The heads of each of these divisions are selected 
by you? 

Mr. FieiscuMann. Yes, or my deputy. 

Senator ELLtenper. You mentioned a Mr. Weiss. What is his busi- 
ness background ¢ 

Mr. Fie1iscHMAnn. Mr. Weiss was formerly the chairman of the 
board of the Mutual Broadcasting Co. He has been a very successful 
businessman. He is semiretired. 








DUTIES OF DIVISION HEAD 
Senator Evtenper. What are his duties? 

Mr. FieiscuMann. To represent the interests of the civilian econ- 
omy and to see to it that they get a fair share of the materials, and to 
arrange for an equitable distribution of goods where civilian lines are 
in short supply. 

Senator Extenper. What experience did he have in that line? You 
say you selected those who had experience. He was connected with 
the Mutual Broade: asting System. How does that qualify him to 
distribute steel and various other products / 

Mr. FieiscHMann. Let me say this. That kind of job, sir, requires 
so many different types of experience, because it cuts across every 
possible business, just as mine does, that I would not know how to 
find a man who had broad enough experience to qualify him for that 
job any more than for my own job. I cannot help but agree with 
Senator Ferguson that these jobs are too big for anybody, ‘including 
me. I am the first to admit that, because ‘I know it from sad ex- 
perience. 

But, to take Mr. Weiss’ job specifically, I do not know of any in- 
dividual business which would have trained him for that responsibility. 
I, therefore, try to get an outstandingly successful man who had ex- 
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perience dealing with the public, knew public problems and knew 
business problems. 







OF VARIOUS DIVISION HEADS 





QUALIFICATIONS 






Senator ELtenper. Can you name the heads of your bureaus? 
Mr. Fie1scuMann. Yes. I am just bringing in as my deputy, Mr. 
Thomas Nichols. 

Senator E.ienper. I am talking about your head man. 

Mr. Furiscumann. He is second in command of the whole set-up. 

Senator ELLENDER. You said you had 30 divisions. 

Mr. Fix1scumann. Mr. Nichols is joint!y in command with me over 
all the divisions. 

Senator Exzenver. I am talking about individual divisions. Mr. 
Weiss is the head of one; is that right ¢ 

Mr. FLeiscHMANN. Yes. 

Senator Exitenper. Will you name a few others, with the experi- 
ence they have had ? 

Mr. FietscumMann. Mr. Cole is the head of the Iron and Steel -Divi- 
sion. He is vice president of Bethlehem Steel Corp. 

Senator ELLENpeER. He is qualified ? 

Mr. FLe1scuMann. I believe so. 

Senator ELLENpER. He was taken from the industry that he has to 
deal with? 

Mr, FLetscuMann. Yes. 

Senator ELLENpER. Can you name some others ? 

Mr. FiriscumMann. Mr. Bell is the head of the Aluminum Division. 
I cannot give you the name of his company, but it is one of the large 
aluminum fabricators of which he was the executive vice president. 

I do not know whether we have a list of these gentlemen here, but 
I will bring that in, and I do not want to make mistakes on any of these 
names. He is the executive vice president, as I said. 

In the Communications Division, we have a man who is the presi- 
dent of an independent telephone company in North Carolina. I will 
furnish a list of these gentlemen, with their past backgrounds. I am 
trying to give a sé ample of a few of these people. 

To take « copper; copper is headed by Mr. Harry Hayes. Mr. Hayes 
has had a long and varied experience in the copper industry, but 
during World ‘War IT he went with the War Production Board as 
deputy head of the Copper Division there. He is an elderly man, and 
after World War IT he stayed on in the Commerce Department. He 
has had extensive experience, both in industry and in the Govern- 
ment. For the time being he is being continued as head of the Copper 
Division. 

Senator Exiienpver. Before establishing this new division in Com- 
merce, to what extent do you run through the personnel of Commerce 
itself to find out and to determine whether or not you could use the 
facilities of the Department of Commerce to carry this out—or most 
of it? 

Mr. FirtscHMann. Secretary Sawyer started doing that early in 
the summer, before I came down here. He has described to me the 
manner in which he did it. The closest approximation to the kind of 
what we are doing in the Department of Commerce as it existed before 
September 1 was in this Office of Industry and Commerce. That office 
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consisted of something like 300 persons, although I am not certain of 
those facts. It was actually transferred bodily to the new agency and 
formed the nucleus of it. The NPA could not have gotten along 
without those people. 


SOURCE OF FUNDS FOR PAY OF PERSONNEL 


Senator ELtenper. What funds were used to pay those 300? Where 
did the money come from? Did it come from an appropriation for- 
merly made for the Department of Commerce, or exactly how was 
that handled ? 

Mr. Nretson. When these people were transferred from the Bureau 
of Foreign and Domestic Commerce to the National Production 
Authority, the funds that were normally used for the payment of 
their salaries and expenses were impounded by the Bureau of the 
Budget and placed in reserve. 

Senator E.ienper. In reserve for whom? 

Mr. Nietson. They were placed in reserve by the Bureau of the 
Budget and will eventually go back to the Treasury. 

Senator E.itenper. The budget of the Department of Commerce 
has been reduced that much ? 

Mr. Nretson. That is right. 

Senator Ertenper. There have been no replacements ? 

Mr. Nrevson. In that particular area. 

Senator ELLtenper. Do you use the money to pay them out of the 
regular appropriation ¢ 

Mr. Nietson. Mr. Senator, that money was used up until about Sep- 
tember 15 or October 1, because they were regular employees of the 
Bureau of Foreign and Domestic Commerce. 

Senator Ferguson. Then where did you get the money to pay them ? 

Mr. Nretson. When the NPA was established and they were trans- 
ferred over, funds were allocated. 

Senator Frreuson. That is the $30,000,000. 

Mr. Nierson. That is right. That was allocated by the President 
to the Department of Commerce to pay these people, as well as for the 
expansion of the staff. 


SURVEY TO DETERMINE PERSONNEL FOR FOREIGN ASSIGNMENT 


Senator Ferauson. Mr. Fleischmann, can you tell us who made the 
survey as to what people you would have in Commerce in this foreign 
field, the field officers, et cetera? How much of this work they could 
do? How much of the previous work would not have to be done be- 
cause you were going now into what you call a war economy ? 

Mr. FietscuMann. Secretary Sawyer and Mr. Gladieux, who was 
then in charge of administration for the Commerce Department. 

We got down here early in September. I was general counsel then. 
What we were interested in was how many people we could get to help 
us set up this new operation. The Secretary told General Harrison, 
and I was there at the time, there was substantially 250 or 300 people 
with this commodity experience and background that could be trans- 
ferred ; that they had made a study and that was the result. 

We went over the list of people, as to who they were. We took 
them. 
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As to the details of the study, that preceded that, and as to what 
was done in the Department of Commerce, you can understand I do 
not know. 

Senator Frrcuson. Could you bring up that study? It must be in 
writing. 

Mr. FixrscuMann. I believe there are studies of that kind, aithough 
I do not know. We will check it. 

Senator Haypren. Gentlemen, the Secretary of Commerce is here. 
I think I will ask you gentlemen to step aside so that he can make his 
statement. 


STATEMENTS OF HON. CHARLES SAWYER, SECRETARY, DEPART- 
MENT OF COMMERCE; AND HON. CLARENCE OSTHAGEN, ASSIST- 
ANT SECRETARY 


Senator Haypren. The committee will be pleased to hear any state- 
ment you desire to make, with respect to this matter now pending 
before it. 

Secretary Sawyer. Mr. Chairman, the details of the operation can 
be given you much better by those who are conducting it, but in testi- 
fying before the House committee on this same subject I undertook 
to give a brief outline of the origin of NPA and the purposes which 
lay back of it, and what I had done prior to the organization, and the 
part it plays in connection with the Department of Commerce, as 
well as the general mobilization effort. I assume that is about what 
you want here. I have no prepared statement. 

I will not go into any great detail. 

Senator Haypen. We will be interested to know how you found the 
situation as it arose and what facilities you had in your Department 
that could be made available to it and the general type of organiza- 
tional set-up which I believe is quite similar to the old War Production 
Board. 


ORIGIN OF NATIONAL PRODUCTION AUTHORITY 


Secretary SAwyer. When it became clear shortly after the attack 
in Korea that some sort of controls would be necessary, I began to 
propane for the organization of what turned out to be the National 
*roduction Authority. ‘The situation we faced was different from 
that faced in World War II and because at that time there were mil- 
lions of unemployed from which the slack could be taken up. We were 
operating in June at a very high tempo. Materials even then were in 
short supply. It was clear that if there was to be a distribution of 
materials which could take care of the military and give some con- 
sideration to the demands of civilian economy, controls of some sort 
would be required. On the assumption that at least part of the con- 
trol program would be lodged with me, I began to prepare for the or- 
ganization that might be set up in the Dep: irtment. 


MEMBERSHIP AND FUNCTION OF BUSINESS ADVISORY COUNCIL 


The first thing I did was to call a meeting of my advisory council, 
many members of which were actively in charge at high levels in the 
War Production Board program. 
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Senator Haypen. Of whom does the Advisory Council consist, out- 
side businessmen ¢ 

Secretary Sawyer. The Business Advisory Council was inaugurated 
by Secretary Roper many years ago as a group of businessmen to 
advise the Secretary of Commerce. It might be called an unofficial 
body, although it has acquired a certain status in business with rela- 
tion to Government and business, because it is made up of a group 
of very high-type people. They are not all businessmen and they 
are not all big-business men, although many of them are. 

Senator Haypen. About how many in the group? 

Secretary Sawyer. About 70. For instance, the dean of Harvard 
School of Business Administration is a member. The dean of the 
Nebraska College has recently been made president of Cornell, and he 
isamember. There are also some lawyers on it and a few economists, 
but for the most part they are businessmen, big and little. 

I called in that group. There are men there like Jack Biggers, 
Bill Levis, and Mr. Harrison, who took the job finally, and others, 
who were very active in the operation of the War Production Board 
in World War II. 

That group probably represents the greatest concentration of 
experienced talent in connection with production that we have in 
the country. 

So I called them in first to ask their advice and suggestions and 
help with reference to organizing this authority. 

The group agreed that the first thing was to get some man to head 
it up who had had experience, and, if possible, wide experience in 
this operation, and who would be willing to give time to it. 

Finally, after a great deal of persuasion or effort to persuade, 
General Harrison agreed to come in and head up the operation. All 
of this took place before the Congress had even passed the bill. 


ORGANIZATION OF NATIONAL PRODUCTION AUTHORITY 


In addition to that, I had in the Department about 15 or 20 men 
who had been very active in the War -Production Board in World 
War II, who were employed in various branches of my Department. 
The chief reason for that was that the residue of the War Produc- 
tion Board had been transferred by the President to the Department 
of Commerce, and we had liquidated these activities and retained the 
services of many of these employees. So I put them to work drafting 
an outline of a plan for this agency, and also drafting the directives 
which would be necessary to give it life. We were ‘able by reason 
of that anticipatory effort to have the directive ready, to have the 
whole program laid out, so that within 48 hours after the President 

assigned to me the particular control over materials, which he did, 
I issued the directive and appointed General Harrison, and things 
started off. That was September 12, right after the order was signed, 
and right after the Congress passed the bill. 


CONTROLS ON CRITICAL MATERIALS 


There was some diffusion of authority. For the most part, the 
control over critical material such as steel, copper, and aluminum, was 
lodged with this authority. 
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My feeling was and is that there are advantages in having this 
agency within a permanent agency of the Government. I think the 
job can be done more cheaply even if we put into effect the controlled- 
materials program. 

Senator Fereuson. Were you not, Mr. Secretary, prior to this, con- 
trolling such things as copper? 

Secretary Sawyer. No, I was controlling rubber. 

Senator Fereuson. Anything else? ; 

Secretary Sawyer. I did control tin although we had ceased con- 
trolling that. 

Senator Ferauson. But on export control you generally had control 
of many of these items? 

Secretary Sawyer. I had control of all of them on export except 
food or agricultural products. Even there, as you probably know, 

Senator, when the question of controlling cotton came up Mr. Bran- 
nan asked me to do it so the whole thing came under the control of 
OIT. But we were not controlling distribution or production of 
critical materials such as copper. 

Senator Fiercuson. But you had generally the basic source in- 
forniation ¢ 

Secretary Sawyer. That is right. 

Senator Fercuson. Could you not have built right on that a depart- 
ment to control these other things? 

Secretary SAwYeER. No; we had no authority. 

Senator Fereuson. I mean after the act was passed. 

Secretary Sawyer. Without a separate organization ? 

Senator Fereuson. Yes. 

Secretary Sawyer. No; it is utterly impossible, any more than it 
would be possible to have export controls in the 16 divisions of my 
department. The export control is lodged in OIT. 

Senator Ferguson. Did you reduce that? 

Secretary Sawyer. I reduced it last summer, but since then I have 
increased it because in the effort to control shipments abroad for se- 
curity reasons we have had to add to the staff. 


TRADE 





WITH CHINA 








Senator Frereuson. What about trade to China, is there any going 
on now? 

Secretary Sawyer. No. 

Senator Frereuson. None at all? 

Secretary Sawyer. None at all. 

Senator Ferauson. Tobacco or anything else is out? 

Secretary Sawyer. No; there have been some shipments of ciga- 
rettes to Hong Kong, but there has been no trade of any kind to 
China, and we have cut down on shipments to Hong Kong, and as you 
know there have been a great many objections. 

Senator Frrcuson. When I said China I meant Hong Kong. 

Secretary Sawyer. There is a big difference. 

Senator Fereuson. But it is China? 

Secretary Sawyer. It is not China. As I regard it, Hong Kong is 
a British possession carved out of China. 

Senator Frreuson. But we hear every day about the planes coming 
in and the ships coming in, the junks coming into Hong Kong and 
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taking it right out into China. Now I will reframe — question if 

you do not call Hong Kong China. Are you shipping goods to Hong 
Kong or Kowloon? Are you permitting it to be shipped and if so, 
what ? 

Secretary Sawyer. We are permitting only a trickle and the theory 
is that we will only permit shipment of goods which will be used in 
Hong Kong itself. 

Senator Feravson.. What is the nature of the goods being shipped 
to Hong Kong or Kowloon ¢ 

Sec retary Sawyer. Why, I do not know that I could give you the 
detail, but I would be glad to supply it. 

Senator Ferguson. Would you furnish it for the record? 

Secretary Sawyer. Surely. What date do you want, January 1? 

Senator Frrauson. Yes. 

Senator ELLenpDerR. You say, goods to be used in Hong Kong only ? 

Secretary Sawyer. Yes. We are trying to get not only commit- 
ments as to end uses, but where there are items which appear to be 
suspiciously large we just do not grant a license for them. 

Senator ELtenper. Mr. Sawyer, reverting to what you were talk- 
ing about before Senator i erguson asked about shipments to Hong 
Kong and China, it was stated a while ago that a nucleus of about 
300 persons were taken from the Department and used by you in set- 
ting up this new agency ¢ 

Secretary Sawyer. I did not say 300. 

Senator ELLenpER. Before you came in? 

Secretary Sawyer. Yes! 

Senator ELLenprer. And that the money that was originally appro- 
priated for your Department to pay these men had been impounded 
and of course found its way back to the Treasury ? 

Secretary Sawyer. May I interrupt just to comment on that par- 
ticular item ? 

Senator Exttenper. All right. 

Secretary Sawyer. I think it would clarify the point perhaps and 
may answer the question of Senator Ferguson. 

Senator Ferauson. I would just like to say that if you give us the 
type and amounts that went to China / 

Secretary Sawyer. Not the individual items? I will give you what- 
ever you want. 

Senator Frerauson. The types and amounts. 

Secretary Sawyer. All right. 

(The information is as follows :) 


ame meng license Paperoninn; December 1950 to March 1961 


4 : . | Percesibene 
ide . > ’ , ti J , | 
Type of commodity | Applied for! Approvals | “approval 
| 


Agricultural products (food, fibers, clothing, tobacco, etc.) - -- | $15,000,000 | $9,007, 350 | 
Finished products (consumer merchandise, drugs, cosmetics, | | 
scientific equipment, chemicals) se ee i | 75,000,000 | 4, 785, 600 | 
Producers equipment (machinery, capital goods) -.......-.....--| 2, 700, 000 | 409, 474 | 
Construction materials: 

Ferrous metals isnietnersiosduap eauee } 1, 900, 600 | 9, 77% | 

Nonferrous metals Caaeiete hee -cwakese 430, 000 | 21, 241 
Fuels and lubricants__-- : 1, 320, 000 | 231, 667 
Projects.....- 100, 000 | 19, 857 


Total ‘ 96, 4 50, 000 | | 14, 484, ‘961 








1 Application figures are approximate, since not all licensing records provide full details on cases returned 
without action. Moreover, the quantity approved was quite frequently far less than that requested. 





THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 79 


Total application figures for the 4-month period show requests for permission 
te export over $96 million to Hong Kong. Approvals were granted for 15 percent 
of this amount with a total value of $14,484,961. The monthly average for the 
period was $3,621,240. 

It is not possible to provide comparable figures for quantities licensed in pre- 
yious years, since the bulk of items exported to Hong Kong were not under 
control. However, total United States exports to Hong Kong were $82,897,384 
in 1948 and $120,128,969 in 1949—monthly averages of $6,908,115 and $10,010,747 
respectively. Exports during the first three quarters of 1950 averaged $9,274,600 
per month. 

The licensing pattern since imposition of control over all shipments to Hong 
Kong has not been uniform for all types of commodities. Over 62 percent of all 
approvals have been granted for agricultural products and clothing—items 
without strategic significance. Another 33 percent of approvals were granted 
for finished products; the bulk of the licenses granted covered consumers goods, 
such as pencils, combs and manufactured plastic items. Approvals for anti- 
biotics, sulfa drugs, and similar preparations were limited to $19,150, as against 
applications for $10,000,000. 

The remaining 5 percent of the total approvals covered iron and steel (about 
one-half of 1 percent approved); nonferrous metals (5 percent approved) ; 
machinery and capital equipment (15 percent approved); fuels and lubricants 
(17 percent approved) ; and special project requirements (20 percent approved ). 
In all of these groups, licenses were granted only after thorough end-use check. 
In the case of fuels and lubricants, for example, over 80 percent of the total was 
licensed to United States-owned companies for maintenance of their own busi- 
ness. No petroleum products have been licensed for export to any firm which did 
not have a traditional record of imports from the United States and for which 
end-use and stock figures are not known to OIT. 

All so-called project approvals cover materials for use in projects of importance 
to the United States. 


STEEL SITUATION 


Secretary SAwyER. When we came to set up this NPA it involved 


of course an exploration of problems connected with various items such 
as steel. We had in the office of Industry and Commerce an agency 
which handled the question of steel, dealt with steel, maintained con- 
tacts with the steel industry. Now what I could have done or what 
Mr. Harrison, who was the head at that time could have done knowing 
that he also would have had to deal with steel, would have been to 
set up a commodity division in NPA, That we did not do in an effort 
to save money. Instead of doing that we transferred bodily the com- 
modity divisions in the Office of Industry and Commerce and by 
reason of doing that we were able to save $1,250,000, which I believe 
you said was impounded. 

Senator ELLENperR. In other words, these people will be paid out of 
money that will be separately appropriated rather than from your 
own appropriation ¢ 

Secretary Sawyer. So I understand. 

Senator ELLeNpER. These people were evidently doing something 
that will be of service to the NPA ¢ 

Secretary Sawyer. They are working for the NPA exclusively. 


COORDINATION OF GOVERNMENT AGENCIES 


Senator ELLenper. To what extent have you surveyed other than 
your department, other agencies that were doing things that would 
be helpful to NPA and that cold be transferred to NPA in the same 
manner ¢ 


81646—51——-6 
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Secretary Sawyer. I do not know to what extent I could say they 
have been surveyed. The other agencies and offices are helping NPA 
right now, for example, the Census Bureau in many instances. 

Senator ELLENDER. Have they been transferred ¢ 

Secretary Sawyer. No. There have been one or two individuals, 
perhaps, transferred, but not in block. 

Senator ELLenper. In other words, are we to understand that if it 
were not for the fact that these people would furnish or do furnish to 
NPA this information that NPA would have to establish an agency 
of its own to obtain that information ¢ 

Secretary Sawyer. That is right. 

Senator ELLenper. So to that extent your department is assisting 
NPA? 

Secretary Sawyer. Recognizing that at the moment the important 
thing to accomplish is this matter of building up for defense, we 
have, wherever it has been requested, been, I should say, generous 
in utilizing the other services of the Department to help NPA. As 
I have said to you in connection with the commodity divisions we 
have transferred them bodily. In connection with the Census Bureau, 
NPA call on them for certain informaton which is quite important 
in connection with orders which they issue. I think the same thing 
is true of other offices such as the Office of Technical Service and 
Patents. My men are here to testify on that in some detail. What 
I have tried to do is to utilize the existing agency personnel so far 
as possible to help out this ny agency which I hope will be 
temporary, to get the job done because they have a job which cannot 
wait. It has to be done, and done in a hurry. 

Senator Haypen. The organization which was set up was quite 
similar to the old War Production Board 4 

Secretary Sawyer. It was similar, but I would not undertake to 
tell you, Mr. Chairman, what the differences may be. Of this I am 
sure, that we got the benefit of the mistakes as well as the successes 
of the operation of the War Production Board. My opinion is, to 
be perfectly frank, that the NPA has done a perfectly magnificent job 
in the 6 months it has been in existence. Those who have been in 
actual contact with it have unanimously told us that that was their 
opinion. 


TOTAL PERSONNEL OF WAR PRODUCTION BOARD DURING WORLD WAR II 


Senator Haypen. As to the personnel, perhaps you could supply 
us with the figures regarding the maximum number of people em- 
ployed by the War Production Board duri ing the war? 

Secretary Sawyer. I can; it was 23,000, 


ESTIMATED PERSONNEL FOR NPA 


Senator Haypen. What is the estimated number that would be 
required now ¢ 

Secretary Sawyer. I think it is 7,700 when the thing is at its peak. 

Senator Feravson. That is just Commerce 

Secretary Sawyer. The NPA that will handle everything that War 
Production handled. 
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Senator Corvon. Did the War Production Board handle minerals 
and metals ¢ 

Secretary Sawyer. I do not know frankly. 

Senator Ferauson. They handled everything. 

Secretary Sawyer. I am not so sure that they handled everything. 
They either did or did not. 

Senator Corpon. You have the major portion, but there are some 
pretty important segments that yuu do not have. 

Secretary Sawyer. You are right about that. 


SHIPMENTS TO RUSSIAN SATELLITES 


Senator Haypen. Just as a matter of curiosity, you answered Sen- 
ator Ferguson with respect to the exportation of goods to China. 
There is also the question about goods from the United States going 
to points behind the iron curtain. How extensive is that? 

Secretary Sawyer. You mean critical or strategic ? 

Senator Haypen. Yes. 

Secretary Sawyer. There is none going behind the iron curtain as 
far as we can.control it. 

Senator Haypen. They are shipped to ‘a foreign country and then 
passed on. 

Secretary Sawyer. They are not passed on if I can stop it. 

Senator Fercuson. How do you check it? 

Secretary Sawyer. We check it through the embassies in Europe. 
I had a man who was in Hong Kong last week checking there on the 
very question that you have raised, and we do that all the time. 

Senator Haypen. In Europe, too? 

Secretary Sawyer. Yes. I do not know who we have in Europe 
right now. Of course, what you are talking about is a question of 
transshipment ¢ 

Senator Haypen. Yes. 


TRANSSHIPMENT OF GOODS TO SATELLITE COUNTRIES 


Senator ELLenperR. Mr. Sawyer, have you traced any goods abroad 
that have found their way behind the iron curtain? 

Senator Fercuson. On so-called transshipment or anything? 

Senator ELLenper. Anything. 

Secretary Sawyer. I do not know what the record will show, but I 
am sure that has happened. What we are trying to do is get parallel 
action. What I am trying to do is to get agreement for parallel action 
by the European countries in connection with items on which they 
have not agreed with us as to whether or not they were strategic. You 
know about the famous molybdenum case that occured last summer. 
We had shipped to the British, or to an importer in England, 200 
drums of molybdenum. It was not a large amount, but it was part of 
an order for 400 drums. After it was on the high seas the shipper 
came to us and said that he had received information which led him 
to believe that it was going to be transshipped to Russia. We imme- 
diately cabled the American Embassy in London and told them we 
wanted that thing investigated immediately and to have the shipment 
held up. Actually what happened was that it was transshipped to 
Russia. We canceled the license of the operator and canceled the 
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shipment of the second lot and we had immediately a hearing to see 
whether or not the American shipper was involved, and as it hap- 
pened he was not; he was the one that gave us the information. 

Senator Frrcuson. What did Britain do? 

Secretary Sawyer. What did Britain do? 

Senator Frereavson. Did they let it go through? 

Secretary Sawyer. They let it go through, and I think later they 
have changed their restraint upon shipments to Russia. Of course 
you are dealing there with a question of foreign policy which I do 
not deal with. But I do not permit to leave this country any item 
which I have reason to believe is going to be shipped to any country 
behind the iron curtain. 

Senator ELLtenper. With regard to this 200-barrel shipment that 
you found out was going to Russia—did it get to Russia ! 

Senator Frereuson. It went to Russia ¢ 

Secretary Sawyer. It went to England. 

Senator ELLeENpDER. You said it was stopped. 

Senator Fereuson. You notified England ? 


UNITED STATES PROTEST MADE ON TRANSSHIPMENTS 


Secretary Sawyer. I notified the Embassy and it got on it; as soon 
as I found out that it had been transshipped, we anceled the license 
and stopped the other 200 drums. 

Senator Fercuson. But in violation of the protest which you gave 
to our Embassy it was later shipped to Russia ? 

Secretary Sawyer. I do not know what the dates were, but I would 
be glad to furnish you the details. 


Senator Frercuson. If it was on the high seas, and you served 
notice——— 

Secretary Sawyer. We made an inquiry to check on the correctness 
of this rumor before it was shipped to Russia ; yes. 

Senator Corpon. Please give us the pertinent dates on it all the way 
through. 

(The information is as follows :) 


For immediate release: Monday, December 11, 1950. 


An illegal transshipment of 50 tons of United States molybdenum from England 
to Russia which was uncovered last summer by Commerce Department investiga- 
tors has resulted in a license revocation order against Industrial Specialty Co., 
Ltd., of London, England, the United States Department of Commerce announced 
today. 

The officials of Industrial Specialty Co., Ltd., are Gerald Stanley Panchaud, 
John Braithwaite Panchaud, George Jackson, and G. C. Stonehill. All of these 
persons were temporarily suspended from receiving United States licensed com- 
modities at the beginning of OIT’s proceeding. 

Industrial Specialty Co. ordered 100 tons of molybdenum from a United States 
export firm in January 1950, saying it was for use in England, and having clear 
knowledge that the United States would not license it for export to an iron- 
curtain country. In April 1950, the United States firm shipped 50 tons to the 
English concern under an OIT license which was based on the English firm’s 
representations. When the molybdenum arrived in London, the Industrial Spe- 
cialty Co. caused it to be entered “intransit”’ eee about July 1, 1950, had it placed 
aboard a Russian vessel bound for the U.S. 8. R. 

The OIT investigation staff found that ‘the English concern had contracted 
to sell the molybdenum to Russia prior to its shipment from the United States. 
As soon as the transshipment became known, the United States exporter stopped 
shipment of the 50-ton balance of the order and voluntarily surrendered the 
license. 
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The revocation order issued by the OIT’s Assistant Director for Export Supply, 
John C. Borton, and which was based on findings of fact by Compliance Com- 
missioner Raymond Kirby, states that no evidence exists showing that the 
American exporter knew or had reasonable grounds to suspect that the Indus- 
trial Specialty Co.’s representations were false or that the ultimate destination 
of the molybdenum was any country other than England. 

The final order just issued bars the company and the named officials from 
participating in any United States export or receiving any United States goods 
whatsoever for the duration of export controls. United States collectors of 
customs are required to stop any shipment of any commodity to any of the re- 
spondents. The order also applies to any company controlled by them or any 
person employed by them. 


Senator Frreauson. If there are any other shipments I think we 
ought to have them. 

Secretary Sawyer. I do not remember any others. At the moment 
the control over the transshipments is I think much better than it was. 
As far as I know it is pretty well under control. 


CONTROL OF EXPORTS BEYOND UNITED STATES 


Senator Ettenprer. You lose control after the ship leaves this coun- 
try ¢ 

Secretary Sawyer. Oh, yes. The only control I can exercise is what 
I did in connection with shipments to China, where we stopped planes 
and we stopped shipments that were destined for China. We even took 
them off the boat at San Francisco and off the boat at Honolulu, 

Senator Extenper. This boat on which the material was shipped 
was British ¢ 

Secretary Sawyer. It may or may not have been. 

Senator McCrerian. Mr. Secretary, regarding the shipments to 
China, we do not ship anything or permit anything to be shipped even 
to Hong Kong that we think will go to China, do we? 

Secretary Sawyer. That is correct. 

Senator McCretitan. Now is England able to evade our restrictions 
by purchasing direct and then transshipping? She seems to be doing 
business with China as usual, and I am wondering if she buys direct, 
shipment is made to her, and then she transships to Hong Kong, and 
thus a lot of our goods are actually reaching Red China / 

Secretary Sawyer. On the question, Is England able to evade, I 
do not care to comment on what England should or should not do. 

Senator McCretxian. I will take that privilege. 

Secretary Sawyer. All right. I will say this, that there are prob- 
ably shipments out of Hong Kong of materials which do not originate 
here, which we have nothing to do with here, that go to China. As 
far as I know, however, there is no shipment originating in this coun- 
try which gets to China. Is that your point? 

Senator McCietian. That is what I am trying to determine. If we 
circumvent our policy of not shipping anything to China by Britain 
ordering direct or securing the shipment direct to her and then trans- 
shipping to Hong Kong? 

Secretary Sawyer. I just mentioned a moment ago in answer to 
the chairman’s question that I had a man in Hong Kong last week, 
and he was also in Singapore. He told me that his impression was 
that the British officials there are indicating a definite desire to follow 
us right along step by step. 
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BLOCKADE OF CHINA AND QUESTION OF COOPERATION OF OTHER NATIONS 


Senator McCietian. Mr. Secretary, I think it is a very serious mat- 
ter. Here we are fighting Red China, spilling the blood of our boys. 
I think there ought to be an absolute torkade. 

Secretary Sawyer. There is, as far as we are concerned. 

Senator McCie.ian. I know, but I mean all of them. 

Secretary Sawyer. Ido,too. I agree with you. 

Senator Frercuson. Were you through, Senator ? 

Senator McCieixan. Yes. 

Senator Ferauson. Mr. Sawyer, is that the first evidence you had 
from Britain from your man or anyone indicating that Britain was 
going to cooperate in this blockade of China ? 

Secretary Sawyer. No; I would not say that. As I say, dealings 
with Great Britain are carried on by the State Department and not 
by me. But, because of my authority in connection with export con- 
trol, I undertake to make checks. This man attended a meeting 
at Ceylon and Hong Kong. 

Senator Ferauson. Had you checked out there before ? 

Secretary Sawyer. We have had people out there before. 

Senator Fercuson. Did you not have some evidence that there were 
shipments of that sort ? 

Secretary Sawyer. Oh, yes; and we ordered it stopped. That was 
in connection with petroleum products several months ago. 


COTTON 





PRICES 


Senator Haypen. You do control the export of cotton ? 
Secretary Sawyer. I really do not. The Congress decided in the 
last session to put that in the hands of the Department of Agriculture. 

Senator ELLenper. You are the mouthpiece of Agriculture, are you 
not ¢ 

Secretary Sawyer. Not in any case. 

Senator Haypen. The complaint that I have so far as the cotton 
growers of west Texas, New Mexico, and Arizona are concerned is 
that the price of cotton has been fixed based upon a point in Caro- 
lina, which means that to get the cotton from there east it costs 
$7.50 a bale. Now, prior to the war and then since the war the cotton 
grown in this area, large quantities of it, have been exported to Japan, 
but if we have a fixed price of $7.50 less that we have to pay, that 
cotton goes out of the United States to Japan and the grower here 
in this country gets $7.50 less a bale than if it were grown on the 
east coast. 

Secretary Sawyer. May I answer the Senator’s question regard- 
ing the part about the mouthpiece? As you probably know, in the 
last Congress there were some elements that did not approve of the 
way I handled export control of agricultural products, so they said 
they would put it in the hands of Agriculture. Two or three people 
came to me, some in my own Department, and said this was going on. 
“Do you want to protest or do anything about it?” I said. “Certainly 
not, let Agriculture have it. I have enough to do in the Department 
of Commerce. If Agriculture wants to do it, let them do it.” The 
first thing that happened, when Charlie Brannan had some idea 
that cotton needed to be controlled, he called me up and asked if I 
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would do it. TI said, “Charlie, Congress gave you the responsibility.” 
He said, “Will you do it?” and I said, “Sure.” The answer to your 
question is that T am not even a mouthpiece. I am just the mechanics 
through which they operate. 

Senator Frercuson. You have more freedom than a mouthpiece? 

Secretary Sawyer. Maybe that is right. 

Senator Haven. I thought it might be good to inquire because 
there is a feeling on this matter. 

Secretary Sawyer. I may say to you that I am still happy not to 
have anything to do with the control of the export of agricultural 
products. 

Senator Hayrpen. Gentlemen, are there any further questions of 
the Secretary ¢ 








INFORMATION SERVICE 


Senator Fercuson. I want to ask why you need all these employees 
and what survey you had made? I would like for the committee to 
wee the survey showing that you need $9,800,000-some-odd for the 
next 3 months, pyr amiding on top of your regular force over there 
to do this job. Now I just singled out here 1 item of 32 informational 
specialists and I would like to know how you arrived at that. In 
other words, what you have in writing to show that you need that 
many people for propaganda purposes. You do not call it propa- 
ganda, but it is informational service. 

Secretary Sawyer. I will tell you about that one, too. I raised that 
same question myself because I had heard that there were a number of 
people in the department of information or whatever Mr. Fleisch- 
mann calls it. I might say incidentally with reference to Mr. Fleich- 
mann that at the time this thing was set up, I knew that one of the 
important positions in the set-up would be that of general counsel 
which during World War II was occupied by John “Lord O'Brian. 
I talked with Mr. O'Brian and others and they all recommended Mr. 
Fleischmann, so I persuaded him to leave a lucrative practice in Buf- 
falo and be the general counsel. He now has turned up to be the 
head of NPA and is continuing to do the same good job that was 
done by Mr. Harrison. 

I was told about these 32 information specialists, I do not care 
what you call them, and it seemed to me there were too many of 
them, but when I found out what a demand there is to get this infor- 
mation out to businessmen and with what approval the press and 
the public g nonennty regarded the kind of public-information job that 
was being ‘done, I decided that they were all right. Now I do not 
know, I certainly cannot go down to the different offices that I have 
in the Department and check that personally. I have to take the 
word of the man in charge. 

Senator Frereuson. I would like to know if there is a memorandum. 

Secretary Sawyer. There is not a memorandum as far as I know. 

Senator Frrevson. First, in the Bureau of Foreign and Domestic 
Service you have 17 in there now? 

Secretary Sawyer. In the Bureau of Foreign and Domestic Com- 
merce ¢ 

Senator Fercvson. Yes. Then you have 32 information specialists, 
and with the clerks and so forth it is 57. 
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Mr. FierscuMann. Sir, if I might add, we do have a memorandum 
on this “information specialist” question, and I will furnish that in 
addition to all the other material. 

Senator Frreuson. Just recently Paul Leach wrote an article on 
this thing, and I put this article in the Detroit News. 

Secretary Sawyer. You mean the build-up of information ? 

Senator Frreuson. Yes. Then I want to know whether other 
people besides these 57 do other similar work, 

Secretary Sawyer. I am in complete agreement with you, Senator, 
that it ought to be held dow n, and it may be that there are too many of 
them. I can only say that in behalf of the Department of C ommerce 
a comparison with the information specialists that we have in other 
departments may be very revealing. 

Senator Frereuson. I would like to have that, and that is what I 
am looking for. 

Secretary Sawyer. I do not want in my department, regardless of 
what they have in other departments, people that are not needed. I 
think Mr. Fleischmann will probably be able to explain to you why 
we have those. 


SALARTES OF INFORMATIONAL SPECIALISTS 


Senator Frrauson. You see, you get these jobs running up as high 
as $11,000. You take men—I do not know who you are using; and that 
would be of interest to the committee: what kind of man you take 
out of private information: ul service, how much he got there—and put 
him in an $11,000 job. The average is $7,000, 

Secretary Sawyer. I can say this: that, as far as the top men in 
NPA are concerned, they are mostly getting less than they got in 
private industry. I have a man who is to be Solicitor. Of course, 
this does not have anything to do with NPA. The man who is to 
become Solicitor of Commerce, you voted his appointment the other 
day, and he will probably work for one-fifth or one-sixth of what he 
would make in private practice. 

Senator Frreuson. I have some evidence that Senators and Con- 
gressmen do the same thing, and I know you personally do it. 

Secretary Sawyer. I have suffered, certainly, but I am not complain- 
ing. 

Senator Frreuson. The Senators are still running for office; so they 
are not complaining. 

Senator McCievitan. The important thing in that connection is 
that we do not just pick up folks on the basis of some civil-service 
examination or something and give them a salary beyond what they 
have ever earned before. 


QUESTION AS TO STATUS OF PERSONNEL TRANSFERRING TO 
TEMPORARY AGENCY 


Secretary Sawyer. I hope not; and I will say this, Senator: that 
when this operation began I could see the possibility that this new 
agency, which had to get under way in a hurry, under the urge of the 
emergency, would try ‘to take people from other parts of my Depart- 
ment, and maybe give them a boost in salary, because it was easy for 
them to do. I laid down a rule which has only been violated once, 
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and that was with my consent: that they could not get more than a 
one-grade jump. But what happens? I will not name any names, 
but some of the other branches of the emergency operation wil! take 
men out of my Department and offer them a two- or three-grade jump, 
and in one or two cases I have let them go, but I have told them they 
could never get back, because I am trying to protect the permanent 
employee who cannot get the benefit of these jumps. If a man once 
leaves my Department, I will never let him come back, at least as 
long as I am Secretary. I had a variety of experience of that sort 
with ECA, where they had a free hand. They paid salaries that were 
far above what we could afford to pay in the Department of Com- 
merce, and they could have their children go to Paris and study 
French. 

Senator Frrevson. I have been over there and have seen some of it. 

Secretary Sawyer. What I said was that if any man left my 
Department to take a temporary job with ECA he could not come 
back. One man was smart enough to fix it up so that the papers were 
so prepared that he could come back, and he did come back; he is the 
only one. I think there are two or three things that must be recog- 
nized. The setting up of a temporary agency at this time was a 
terrific drain on personnel both in industry and Government is a 
very difficult thing, and I am not complaining or criticizing those who 
set it up. But I do think there is an obligation on me as the head of a 
permanent agency to try to protect the status and salary and prospects 
of the permanent Government employee. 

Senator McCLe.tian. It seems to me that some arrangements could 
be worked out in the executive branch of the Government whereby it 
might be necessary in setting up a temporary agency to borrow or 
utilize the services of some personnel in the regular established 
departments for a time, but to just take them out, let them sever their 
connections with that department permanently and step way up to a 
higher salary, I do no see that that should be tolerated at. all. 

Secretary Sawyer. They cannot do it in my Department, and this 
transfer I spoke of a while ago, one of the members well, you have 
the Commodity Division, and there is a block of those who come back 
of course to the Department when their work is done. 

Senator McC.Le.uan. I think it is all right for them to be temporarily 
assigned to an emergency agency on the same status that they are in in 
the permanent agency; that is all right. 

Secretary Sawyer. That is what h: appened. 


ADDITIONAL AMOUNT FOR OFFICE OF SECRETARY 


Senator Frrcuson. I wanted to ask a question about the $118,000 
for 3 months in your personal office. Why is that essential? Why do 
you have to have $472,000 a year added to your payroll ? 

Secretary Sawyer. I do not know the answer, but Mr. Osthagen, who 
is Secretary for Administration, and Mr. Cawley can answer that; 
but I think that is a modest sum for what my particular office has 
contributed to this thing, and I am sure the money has not been wasted. 
I do not know what the breakdown i is, what employees are involved, 
and so forth. I think that may have some connection with the Trans- 
portation Office. 

Senator Frrauson. There are 15 positions. 
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Mr. Cawtery. Senator, as the NPA got under way, the Office of the 
Secretary provided certain central services to that group—namely, 
personnel, accounting , Space, housekeeping services, and so forth—but 
as the NPA grew, and as it was impossible for us to provide additional 
services with our existing staff, we had to add staff with NPA funds in 
the Office of the Secretary. 


ADDITIONAL PERSONNEL 


Senator Frereuson. In your Department of Commerce, Office of the 
Secretary, fiscal year 1951, you have 142 positions. You had estimated 
to March 31, 1951, 137 positions additional. 

Mr. Cawtry. That is correct. 

Senator Fercuson. Then you have additional requirement to com- 
plete this year, 15 positions? 

Mr. Cawxey. Senator, may I give you one example and then further 
develop this requirement. The load on our central switchboard in the 
Office of the Secretary jumped from approximately 78,000 calls placed 
by operators in the month of July to something like 167,000 in the 
month of February. Now, we had to expand the switchboard and add 
about 14 additional people to maintain that load. We put those addi- 
tional people on NPA funds. As long as NPA occupies part of the 
Department of Commerce Building and uses that switchboard, we feel 
that expense is justified. 

Senator Fercuson. Well, what are these 15 positions; are they all 
switchboard operators ¢ 

Mr. Cawtry. No; they are scattered among the various services. 
For example, we built up an Accounting Unit for the NPA. 

Senator Frereuson. Of course, you see, one of the things that re- 
quires so many phone calls to a switchboard—and every now and then 
J undertake to do the job myself personally to see how many people I 
have to call to get the right person, and it averages somewhere around 
10. If you do get “Information,” you may save about 9 out of 10 calls. 

Secretary Sawyer. May I makeasuggestion, Senator? Youcall me 
first and save nine calls. 

Senator Frereuson. I do not want to call you first. 

Mr. Caw.ey. Senator, we were worried that you could not even 
get into the Department for a while. We put an instrument on our 
switchboard, and at one time there were 5,800 calls backed up that 
could not get to the Department. 

Senator Ferauson. Every once in a while I undertake.to follow one 
of these things through myself personally to see how it works and 
that is what I have found. ‘A lot of those calls I suppose are mine. 


AMOUNT FOR OFFICE OF FIELD SERVICE 


Senator Eiienpver. In addition to this $118,000 for the Office of the 
Secretary, I notice an item of $2,400,000 for the Office of Field Service. 
Is that to supplement the work that you are now doing in the field ? 

Mr. Cawtry. Yes, sir; that is in effect the NPA field staff that is 
being developed under the aegis of our Department. 

Senator Ettenper. Have you such a service as that ? 

Mr. Cawrey. We did not have such a service in our regular appro- 
priation. We had a Department field service that was providing 
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services to businessmen generally, but we have had to expand that 
field service with NPA money to take on this job. 

Senator ELLenper. You mean to the extent of $2,400,000? 

Mr. Cawtey. Yes, sir. 

Senator ELLenprr. The same, I suppose, goes for the Office of Inter- 
national Trade, Office of Transportation, and the Office of Technical 
Services, and the Industry Evaluation Board ? 

Mr. Cawtey. That is correct. 

Senator Evienper. It was set up to supplement the work that you 
were already doing ? 

Mr. Cawtey. Correct. 

Secretary oe May I say just on the question of the field service 
that one of the reasons for expanding the field service is to keep men 
from coming to W ashington on questions which could be answered in 
a town that 1s something like 20 miles away. In the long run, I think 
it saves money, and cert: Fainly it gives the businessmen quicker service. 

Senator Corvon. I wonder if those people are qualified to give the 
information, because perhaps in many instances e they are not qualified. 

Mr. Cawtry. That is probably true, but we are trying to get it to 
them as fast as we can. 

Mr. FietscuMann. I might supplement in one sentence what the 
Secretary said. We keep a record of inquiries made at the field serv- 
ice. Mr. Hayward will tell you in general what they are, but they 
indicate that approximately 85 percent of the inquires made in the 
field can be adequately and successfully answered right in the field. 
There are a lot of them, as you say, Senator, that we do not answer 
very well in the field and/or very well in Washington, but you take that 
enormous load off the people who would have to otherwise come to 
Washington. 

Senator Corpvon. Out in the West, for instance, we have this com- 
plaint almost every day: People trying to find something in the way of 
procurement necessities which they can supply, and they get answers 
that as far as procurement is concerned it is either in Detroit, Phila- 
delphia, or some other spot.: That pertains to requests in the pro- 
curement field or in the field of construction. One instance, I know of 
some people who finally got their names on one list and had notice of 
some contracts or calls for bids. The oy got them within about 2 ds ays 
before the bids were to be opened, and did not even get the necessary 
data on which to make bids. Those things are, I believe, at this minute, 
general. I do not know how much of that you have to do with, but 
certainly NPA has something to do with it. Of course, you are in 
the field of production, and the production will continue to go to the 
big business interests in a very constricted area until something is 
done to break it down. I can understand why it is done. I can un- 
derstand why they would far rather real with one individual for 
$100,000,000, and then let him parcel it out and collect his percentage 
for doing it, than t6 do the job themselves; but the result is that the 
contracts are going to a handful of large businesses, and the small 
business, which still is the backbone of this country, is being left out 
in the cold. Something needs to be done in that field, or there will 
be a whirlwind on your hands. 

Mr. Fie1scHMann. I would like to tell you, Senator, later at some 
convenient time what we are doing in this field. I agree with a lot 
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of the things you say, but we are trying very hard within the limit 
of our capacity to improve it, and I would like to tell you about it. 
Senator Corvon. I would be happy to hear about it. 


BREAKDOWN OF AMOUNT FOR NPA 


Senator Exitenper. I noticed in the total asked for National Pro- 
duction Authority of $7,000,000 that $4,892,000 is for personal services. 
That means to pay salaries, That is on page 5. 

Mr. FietscHMann. Page 5. 

Senator Exrtenper. Now there you list other objects, $2,232,000. 
What do you mean by other objects? Can you break that down 
for us? 

Mr. FietscumMann. I will have to ask one of these gentlemen. 

Mr. Asner. Included in the other objects is $250,000 for travel, 
#100,000 for communication services, $475,000 for printing and repro- 
duction, $60,000 for other contractual services, and a separate item of 
other contractual services, which constitutes eee to other 
Government agencies for services rendered of $510,000. 


SERVICES RENDERED BY OTHER GOVERN MENT AGENCIES 


Senator ELLeENpER. What do you mean by “other services rendered” ? 

Mr. Asner. For example, we are using the Federal Trade Commis- 
sion to police compliance of our regulations. 

Mr. FieiscumMann. Let me explain that item, Senator. 

Senator Evtenper. Wait a minute; I want to find out. 

Mr. Asner. Part of it is what the Secretary spoke of awhile ago 
where the Census does some of the work. 

Senator Exvrenper. Is that $510,000 paid to those various depart- 
ments? 

Mr. Asuer. That is correct. 

Senator ELLENDER. Supplementing the present appropriations 4 

Mr. Asuer. It will do that. They are doing work over and above 
what is required by their present appropr iation. 

Senator E.xenper. Is it necessary that they hire extra help to do 
this work for you? 

Mr. Asner. In some cases they will, and in some cases they will not 
lay off help where their programs would let them lay them off. 

Senator Corpvon. They are working them overhours? 

Mr. Asner. In the Census I just had a discussion yesterday where 
their present program, unless we have a program to supplement it, 
would require them to reduce personnel. 

Senator Ex.tenper. In other words, it is services that they are 
rendering beyond their appropriations ¢ 

Mr. Asner. Beyond their appropriation and authority. 


UTILIZATION OF EXISTING INVESTIGATING GROUPS 


Mr. Fietscumann. May I make a comment on that? In the War 
Production Board we hired a compliance staff. Among the things 
that the Secretary and Mr. Harrison and I discussed was the matter 
of keeping the permanent budget of NPA down. By the nature of an 
investigation you do not make it every day, and you cannot keep a big 
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staff like that engaged steadily. Therefore, it was our mutual deci- 
sion not to hire those extra people and put them on the Commerce 
rolls, but to use the existing investigatory staffs, including the Census 
Bureau and others and simply pay them out of funds for the specific 
jobs that they did. I have not any estimates, but I know it would 
reduce the over-all expenditure. 

Senator Extenper. How do you expect to handle that, simply give 
them an order to get you information? 

Mr. FierscHMaAnn. For example, we have an aluminum order out 
and it reduces the consumption of aluminum. We want to see if that 
is being complied with so that the military objectives can be reached. 
We take a cross section of industry, usually the biggest users princi- 
pally because that is where the metal goes. We send out these investi- 
gators, and they provide the records of what they did in the base pe- 
riod and what they did during the control period and then that is 
compiled together and brought | back to us. If there are cases of out- 
right violation we stop and submit that to the Justice Department. 

Senator ELttenper. All this information is done by whom? 

Mr. FierscHMANN. At the present time it is being done by the Fed- 
eral Trade Commission, again at our request. We are also using the 
Census Bureau. 

Senator Exvzenper. That is the extra work that they do at your 
request ? 

Mr. FixriscumMann. That is the extra work they do at our request. 

Senator Extenver. In other words, they would not have to do that 
except that it fits into your own work? 

Mr. FierscHMANN. That is correct. 

Mr. Asner. I might add, Senator, that we get it cheaper that way 
because they have the facilities. 

Senator ELtenper. I understand. 


COMPARISON OF PERSONNEL IN WPB AND NPA 


Senator Corpon. One question, Mr. Chairman, and I am ready to 
call it a day. Some discussion was had earlier this morning with ref- 
erence to a comparison between the number of personnel on the War 
Production Board during World War IT and the number in the Na- 
tional Production Authority. According to the statement that I have 
here, including the Economic Stabilization Agency, which was OPA 
before and which therefore would be excluded, as I understand it? 

Mr. FLeiscHMaANnN. Yes, sir. 

Senator Corvon. We have a total employment in defense production 
activity of 29,099 expected at the end of this fiscal year, and 18,000 
of those would be in Economic Stabilization Agency, which would 
leave practically 11,000 that will be on NPA payrolls? 

Mr. FieiscuMann. Yes. 

Senator Corpon. As against 23,000, I think you said, in War Pro- 
duction Board. The question is this: Have you given any considera- 
tion to the lessened necessities in view of the fact that we are not 
engaged now as we were when the War Production Board was in 
existence in all-out mobilization ? 

Secretary Sawyer. Are-you asking me? 

Senator Corpon. I am only m: aking this observation to see if there 
is an answer available to see what consideration has been given to the 
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fact that the requirements are much less, at least as of the present 
time, than they were at any time during World War II where there 
was an all-out mobilization and far greater scarcity and the necessity 
for allocation and production almost. down to the dollar. 

Secretary Sawyer. I will answer your question first and then Mr. 
Fleischmann can probably answer it in greater detail. We are not, 
basing any activity or the size of it on a comparison with World War 


Senator Corpon, You have to, 

Secretary Sawyer. I beg your pardon? 

Senator Corvon. How can you make these estimates if you do not 
use the experience ? 

Secretary Sawyer. We are using the experience of World War II, 
but my point is that we are not saying because we are using 7,700, or 
whatever it may be and they used 18,000 or 23,000, which figure I 
think is as a matter of fact unimportant, that we have too many or too 
few. The job that Fleischmann has to do is to figure out the minimum 
number of people he needs to do the job that has to be done today. 
In the first place, of course, it costs more for one individual today 
than it did then. 

Senator Corpon. I am dealing with persons here, not dollars. 


BASIS OF 1951 BUDGET ESTIMATES FOR NPA 


Secretary Sawyer. By reason of the fact that you pointed out that 
we are not in the all-out war, we do face a different problem. It seems 
to me that the approach to it as far as comparison is concerned would 
be only of value if we were way out of line. The question is, Do we 
need a staff of 7,700 people to operaie a controlled-materials plan 
in 1951? 

Senator Corpon. That is right. You have to use some yardstick, 
and the only yardstick that I know you have is the record you made 
in World War IT in a similar type of operation. If there is any other, 
] would like to know what it is, 

Mr. FLetIscuMann. Let me answer this.because there is obviously 
a great deal of truth in your point. Our assumption has been that 
there would not be an all-out shooting war this spring and, as you say, 
there would be substantial differences between the problem presented 
and the all-out war problem. I do want to point out this, which may 
not be clear, however. Even though the war program is substantially 
smaller in comparison to what else you have, if you want to be sure 
that the war program gets its percentage of material, whatever it is, 
and that the supporting program, such as farm machinery and ships 
and petroleum and so forth, get the amount that a wise policy would 
allot to them, it does not make as much difference as you might think 
how much those proportions are varied, I mean it does not reflect 
directly in the number of people, it varies the percentages that go with 
one or another. The real problem is, is the shortage acute enough to 
have a controlled-materials plan where you do try to control the flow 
of materials to the most essential users. To answer your question, 
therefore, directly our assumption has been, and is, that the situation 
is serious enough and the shortages are serious enough so that the 
best. answer is a controlled-materials plan similar to the one that we 
operated during the War Production Board. 
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Senator Corpon. But much less comprehensive ? 

Mr. FierscHMann. Much less comprehensive and that is why we are 
able to reduce the number of employees—making now the compari- 
son—so very substantially. I will say right here that if we do not 
have a controlled-materials plan we can reduce that much further, and 
it is my hope and belief, as I stated to Senator Ferguson, that I will 
be under those figures that we have given you substantially. ‘Those 
are the best estimates, and I would call them “guesstimates” because 
nobody, if he is honest, will say, “I know exactly how many people 
we will need by June.” What we did is just the way the ordinary 
business person would do. We sat down with the divisions who would 
have the responsibilities for that and said, “Make these estimates. 
Assume that we have to have controlled materials and use the experi- 
ence of World War II and give us the best figures you can.” We came 
out with this very reduced figure as compared with the World War II 
number of people, and I believe I will be substantis ully under that by 
June 1. 

Senator Corpon. Is it not a reasonable possibility at least that once 
you have made your investigation into volumes of production, into 
civilian needs, into defense needs, when you have that data assembled 
so that you can reach conclusions as to how much you may narrow 
your field of allocation, that then you can hope to make a reduction 
in the force which initially is necessary in order to get all that infor- 
mation and make those determinations ? 


FUTURE BUDGET PLANS IN FISCAL 1952 


Mr. FieiscHMann. There is not any doubt in my mind, Senator, 
that if we do not have a shooting war by the end of this calendar year 
and going into 1952, we should be able subst: intially to reduce the 
force because in the initial phases you always have burdens that you 
can cut down as you go along. 

Senator Corpon. I had hoped that that would be the case. 

Mr. FieiscuMann. I believe it will be the case. I might say on 
the information end, most of these people will be in the practical situa- 
tion of passing on an application from a particular company. Most 
of the complaints that you hear, and I assure you I hear by the thou- 
sands, is that an individual company for some reason cannot get its 
fair share, and we spend all our waking hours trying to improve that 
situation. That is where most of these people will be employed. 

Senator Corpon. That is all. 

Senator Haypen. Let me ask the members of the committee, will we 
want Mr. Fleischmann to come back again at any other time? You 
had some questions I think about that matter of machine tools and 
things of that sort, Senator ? 

Senator Corpon. I am satisfied about them, Mr. Chairman. There 
is one thing I would like to suggest. If it is too big a chore, all right. 
I would like to have for the record and I think it would be valuable 
when questions arise with reference to this personnel matter and the 
salary thing, if it is not too big a job, to have a list of those presently 
employed, and I understand it is about a third of what you expect 
to have by the end of the year in salaries of $8,000 and over. 

mere FierscuuMann. I will have to ask the people here how big a 
jo ) it is, 
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Senator Corpon. You can do it next week or the week after. 

Mr. Caw.ey. If we can supply it to the committee and not for the 
record. 

Senator Corpon. Fine. 


QUESTION AS TO COORDINATION OF DEFENSE ACTIVITIES 


Senator Extenper. Mr. Chairman, there were quite a few questions 
asked of Mr. Fleischmann this morning that he could not answer, and 
of course I did not expect him to answer them. But I think it would 
be a good idea for this committee to pursue the line of questioning to 
find out the extent to which those at the head of the Defense Produc- 
tion Office, are examining as to inventories on hand, materials on 
hand, before they issue orders for additional production. 

Mr. Fie1scuMann. Mr. John Small could give the most comprehen- 
sive answers that the committee could ask along those lines. 

Senator Etienver. I think it is important because we may be buying 
a lot of stuff that may already be in warehouses in New Orleans or in 
your area, Senator Cordon. 

Senator Corvon. Not in my area; we do not have that big a ware- 
house. 

Senator Haypen. There is this feeling in the Congress, that during 
the last war there was not the proper ‘coordination, information, so 
that materials were bought in quantities that, as it turned out, we did 
not need. What we would like to know is whether these civilian agen- 
cies are properly screening the requests made by the military to see 
first whether the military is right and does need what it is asking for. 

Senator Ertenper. Does it have the authority? 

Secretary Sawyer. Harrison is the one that has the authority, I 
believe. 

Senator Corvon. I suggested earlier that any requisition that might 
come which Mr. Fleischmann said might come itemized into thousands 
of items, that when that comes it should have the total needed, the 
total on hand, and the result of the subtraction which is the amount 
that needs to be procured. That is what they need. 

Senator Haypen. Mr. Cawley? 

Mr. Cawiey. Mr. Chairman, going back to Senator Cordon’s ques- 
tion respecting the background of personnel, the base rate for the 
GS-14 is $8,800. It would simplify our work if we could take grade 
14 and above. 

Senator Corvon. That is fine. 

(The information requested was filed with the committee. ) 

Senator Haypen. The committee will stand in recess. 

(Whereupon, at 12: 10 p.m., March 30, 1951, the committeed recessed, 
to reconvene at 2 p. m., Friday, April 6, 1951.) 





